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U.S. hog prices have been quite strong this year.Part of the reason for this strength is the large in-crease in export demand since December 23, 2003,
when the U.S. government announced a case of BSE (bo-
vine spongiform encephalopathy) in a Holstein cow im-
ported from Canada. The announcement triggered bans
on imports of U.S. beef in many international markets. Ca-
nadian beef is also banned in these markets because of
BSE, and Australia and New Zealand are unable to provide
the volume and type (that is, grain-fed) of beef needed to
make up the shortfall. Demand for pork as a substitute
meat increased in many of the affected markets.
Also in 2003 and 2004 highly pathogenic strains of
avian influenza (AI) occurred in poultry flocks in several
countries, including Canada, China, Japan, Thailand, and
the United States (Texas). In some cases, the highly
pathogenic AI has infected both animals and humans.
Outbreaks of both highly pathogenic and low patho-
genic AI have resulted in import bans that have in-
creased poultry prices and pork demand.
Through July, U.S. pork exports exceeded 420,100
metric tons, a 26.0 percent increase compared with
January-July 2003. U.S. pork variety meat exports
reached 127,750 metric tons, up 61.8 percent for the pe-
riod. Figure 1 shows combined U.S. pork and variety
meat exports and U.S. producer prices from January
2003 through July 2004. Although BSE and AI have had
major impacts on pork demand, other factors are also
driving U.S. pork exports.
GATE PRICE DISTORTS JAPANESE MARKET
Before Japan imposed its ban on U.S. beef because of
BSE, Japan was the largest market for U.S. beef and pork.
Since the ban, Japan has been unable to source enough
beef to satisfy demand. In addition, AI in the domestic
poultry flock and bans on poultry meat imports have en-
hanced pork demand. Japanese imports of U.S. pork were
4.9 percent higher by volume and 15.6 percent higher by
value during January–July 2004 compared with January–
July 2003. However, this trade has been distorted by a
safeguard system that implements higher duties when
imports exceed a maximum allowable volume.
Japan maintains a gate price, or minimum import
price, for pork. When total pork imports in a given quar-
ter are 19 percent higher than during the previous three-
year average for that quarter, the gate price is raised by
24.6 percent. In April-June 2003, pork import volume ex-
ceeded the safeguard level. Because official data are not
immediately available at the end of each quarter, there is
a one-month lag before the gate price is increased. Thus,
the higher gate price was in effect from August 1, 2003,
through March 31, 2004 (the remainder of the Japanese
fiscal year).
When the gate price returned to normal on April 1,
2004, Denmark, the United States, and other suppliers
shipped large quantities of pork to Japan. Higher ex-
ports are the norm once the gate price is reduced, but
this year Danish export volume was boosted by pork
that had been placed in frozen storage under an Aids to
Private Storage scheme that removed pork from the E.U.
market to help increase prices. The release of this
stored pork was timed to coincide with the expiration
of the higher Japanese gate price.
The large flow of pork into Japan triggered the pork
safeguard for April–June 2004. As noted, the data lag
means the gate price did not increase until August 1,
giving exporters an additional month to ship pork un-
der the normal gate price. When a higher gate price is
implemented, Japanese imports normally decline
sharply. Preliminary reports indicate U.S. pork exports
to Japan totaled 15,700 metric tons in August compared
with 25,318 metric tons in July.
EXPORTS TO MEXICO FLOURISH
Mexico is the big story in U.S. pork and pork variety
meat exports. As shown in Figure 2, Mexico’s share of
U.S. exports of pork and pork variety meats combined
increased by 8 percentage points during January–July
2004 compared with January–July 2003. By contrast,
Japan’s share fell by 9 percentage points.
Taken separately, U.S. pork exports to Mexico to-
taled 108,030 metric tons, up 77.0 percent, and pork va-
riety meat exports totaled 72,740 metric tons, up 71.8
percent during the January–July period. Mexico also
imported 96,863 head of live pigs, an increase of 117.9
percent over January–July 2003.
As with Japan, much of the increase occurred in re-
sponse to bans on beef and poultry meats. Mexico
banned all U.S. beef during most of the first quarter of
2004. U.S. boneless beef and beef from animals younger
than 30 months is now allowed into Mexico, but high
U.S. prices have dampened this trade, which is running
60 percent behind the 2003 level.
Mexico also banned poultry meat from several U.S.
states because of AI outbreaks in 2003 and 2004, which
has reduced U.S. poultry exports. When the highly
pathogenic strain was discovered in Texas in late Febru-
ary, Mexico temporarily banned imports of all U.S.
chicken products. The immediate effect was a decline in
U.S. poultry meat exports (including turkey) to Mexico
Strong U.S. Pork Exports in 2004:
The Story Behind the Numbers
Roxanne Clemens
rclemens@iastate.edu
515-294-8842
Continued on page 10
FALL 2004        CENTER FOR AGRICULTURAL AND RURAL DEVELOPMENT   9
Iowa Ag Review
FIGURE 1. U.S. PORK AND PORK VARIETY MEAT EXPORTS AND U.S. PRODUCER PRICES, JANUARY 2003 – JULY 2004
FIGURE 2. SHARE OF U.S. PORK EXPORTS
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FIGURE 4. CASH RECEIPTS (THROUGH JUNE OF THE YEAR) FOR IOWA PRODUCERS
Agriculture on Record Pace
Continued from page 7
ket hog inventories for 2004 were
slightly above last year’s levels.
Farrowing intentions over the
last half of 2004 were slightly higher
than last year’s levels as well.
RECORD PACE IN CASH RECEIPTS
Cash receipts data (currently avail-
able through the month of June)
show that Iowa agricultural sales
have been at a record pace over the
first six months of the year. Figure 4
shows cash receipts for crops, live-
stock, and in total for Iowa for this
year, the previous year, and an aver-
age of the past 10 years. Thus far, cur-
rent receipts are $730 million ahead
of last year’s figure and roughly $1.25
billion ahead of the average. The
surge in cash receipts comes from
both crops and livestock. Only in
1996 and 1997 have crop cash re-
ceipts been higher than in 2004. The
livestock cash receipts have never
been higher at this point in the year.
Iowa agriculture in 2004 is aim-
ing at the record books. Corn yields
and production are the highest they
have ever been. Livestock prices
remain strong. Cash receipts from
both segments of agriculture are
high, propelling total cash receipts
$1.25 billion above usual for this
time of year. ◆
from 22,990 metric tons in February
to 16,290 metric tons in March. Bans
on poultry meat remain in place for
some Texas counties and for several
U.S. states where low pathogenic AI
has occurred.
Higher pork exports to Mexico
can also be attributed to the trade lib-
eralization accomplished under
NAFTA. Despite periodic border issues
and Mexican pork producers’ efforts
to block imports, Mexico is beginning
to show its full import potential for
U.S. pork. The Mexican peso’s steady
decline against the U.S. dollar makes
U.S. pork relatively more expensive in
Mexico, but a recovering economy in
2004 is helping offset some of the cur-
rency exchange effects.
OTHER MARKETS, OTHER FACTORS
Despite BSE and AI problems of its
own, Canadian demand for U.S. pork
has remained strong. As the third-
largest market for U.S. pork and the
second-largest market for U.S. pork
variety meats, Canada imported 34.8
percent more pork and 27.6 percent
more pork variety meats than during
January–July 2003. This demand
tends to fill shortfalls of specific
cuts. A weaker U.S. dollar has helped
make U.S. pork more competitive in
Canada and elsewhere.
Other factors are policy based.
In Russia, for example, the tariff-rate
quota established in mid-2003 is the
primary driver behind the 146.9 per-
cent increase in imports of U.S. pork
during January–July 2004. After ex-
porting 14,080 metric tons of pork to
Russia in 2002 and 5,460 metric tons
in 2003, the United States received a
42,200 metric ton quota for 2004.
Through July, the United States had
shipped 8,180 metric tons of pork to
Russia. Another example is Taiwan,
where U.S. pork and variety meat ex-
ports have increased sharply in re-
sponse to higher prices because of
disease in the domestic pig herd and
greater market access under gradual
WTO liberalization. Given that per
capita beef consumption is one-
tenth that of pork in Taiwan, pork
imports are more dependent on do-
mestic prices than on demand for
pork as a substitute meat.
As shown in Figure 1, pork ex-
ports were falling off by May, and
producer prices remained high into
July. These trends are representative
of recent annual movements in U.S.
pork exports, which have tended to
decline in early summer, and of U.S.
producer prices, which normally
peak in early summer and decline in
the fall. By September, the producer
price declined to $54.30/cwt, down
from $57.50/cwt in July. However,
both levels are significantly higher
than last year, as good demand,
prices, and supply are making 2004 a
good year for pork exports. ◆
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